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SUBJECT: MUNITIONS CONTROL AND AGENTS' FEES 
REF: A) STATE 255260; B) BANGKOK 23504 

1. REVISED ASPR REGULATIONS, AS DESCRIBED PARAGRAPH 3 
REFTEL A, COVERING FMS SALES, ARE NOT APPLICABLE IN 
THAILAND, SINCE RTG AS MATTER OF POLICY DOES NOT PERMIT 
USE OF AGENTS FOR FMS SALES. 

2. AS REPORTED REFTEL B, FOR DIRECT COMMERCIAL SALES 
OF DEFENSE-RELATED EQUIPMENT, IT IS CUSTOMARY TO USE 
AGENTS, AND PURCHASING OFFICES NORMALLY REQUIRE THAT 
DESIGNATED AGENT BE IDENTIFIED. THIS ASPECT OF PRO- 
POSED ITAR REGULATIONS SHOULD THUS NOT BE BOTHERSOME 
TO RTG, NOR TO ITS DEFENSE-RELATED PURCHASING OFFICES. 

A REQUIREMENT THAT THE AMOUNT OF AGENT'S FEE OR 
COMMISSION BE DISCLOSED WOULD, HOWEVER. BE A DIFFERENT 
MATTER. MAINLY BECAUSE IT IS GENERALLY ASSUMED THAT 

IN MANY CASES A PORTION OF THIS FEE GOES TO THE 
PURCHASING OFFICERS IN THE FORM OF KICKBACKS. 

3. IN THE PAST, THE AMOUNT OF THE AGENT'S FEE OR 
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MANY CASES, PURCHASES OF ARMS AND DEFENSE-RELATED 
EQUIPMENT ARE INITIATED BY THE PURCHASING OFFICE, 

WHICH PROVIDES LOCAL AGENTS WITH LISTS OF REQUIREMENTS, 
AND LEAVES IT TO THEM TO FIND A SOURCE OF SUPPLY. 

AGENT THEN LOCATES AND NEGOTIATES WITH OVERSEAS 
SUPPLIERS ON PRICES, TERMS, ETC. AGENTS' FEES HAVE 
NOT BEEN MADE PUBLIC IN THE PAST, BUT IN SOME CASES 
MARK-UP IS UNDERSTOOD TO HAVE BEEN EXORBITANT, WITH 
FINAL COST TO RTG SOMETIMES AS MUCH AS 200 TO 300 
PER CENT HIGHER THAN FOREIGN SUPPLIER'S SELLING PRICE. 

4. MANY FOREIGN SUPPLIERS MAINTAIN THEIR OWN 
EXCLUSIVE AGENTS IN BANGKOK, WHICH AGENTS DEAL DIRECTLY 
WITH THE GOVERNMENT PURCHASING OFFICES, OFTEN ON A 

BID BASIS. ONE FOREIGN SUPPLIER, WHO MAY BE TYPICAL, 

STATES THAT THE COMMISSION RECEIVED BY HIS COMPANY'S 
LOCAL AGENT IS NORMALLY NEGOTIATED ON A CASE-BY-CASE 
BASIS, DEPENDING ON MAGNITUDE AND NATURE OF SALE. 
COMMISSION MAY BE AS LOW AS ONE PER CENT OR AS HIGH 
AS TEN PER CENT. THE FOREIGN SUPPLIER HAS NO 
KNOWLEDGE OF HOW THE AGENT USES HIS FEE, BUT PRESUMABLY 
A PORTION MIGHT WELL GO TO RTG PURCHASING OFFICIALS. 

5. THERE IS A LAW AGAINST BRIBERY IN THAILAND, BUT 
THERE ARE FEW KNOWN INSTANCES TF ITS HAVING BEEN 
ENFORCED. SECTION 144 OF THE PENAL CODE, PROMULGATED 
IN 1956 AND STILL IN EFFECT, PROVIDES AS FOLLOWS: 

QUOTE: WHOEVER GIVES, OFFERS OR AGREES TO GIVE 
PROPERTY OR ANY OTHER BENEFIT TO ANY OFFICIAL, MEMBER 
OF THE STATE LEGISLATIVE ASSEMBLY, MEMBER OF THE 
CHANGVAD ASSEMBLY OR MEMBER OF THE MUNICIPAL ASSEMBLY 
IN ORDER TO INDUCE SUCH PERSON TO DO OR NOT TO DO ANY 
ACT, OR TO DELAY THE DOING OF ANY ACT, WHICH IS 
CONTRARY TO HIS FUNCTIONS, SHALL BE PUNISHED WITH 
IMPRISONMENT NOT EXCEEDING FIVE YEARS OR FINE NOT 
EXCEEDING TEN THOUSAND BAHT, OR BOTH. UNQUOTE. 

SECTION 143 PROVIDES SIMILAR PENALTIES TO THE ONE 

WHO DEMANDS, ACCEPTS OR AGREES TO ACCEPT PROPERTY 
OR ANY OTHER BENEFIT IN THE CIRCUMSTANCES DESCRIBED 
IN SECTION 144. 
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6. THE LOW ENFORCEMENT RATE OF THIS LEGISLATION HAS 
PROBABLY BEEN DUE PARTLY TO A LENIENT ATTITUDE ON 
THE PART OF PAST GOVERNMENTS, AND PARTLY BECAUSE 
CHARGES OF BRIBERY HAVE BEEN DIFFICULT TO PROVE. 
WHETHER OR NOT THE PRESENT OR FUTURE GOVERNMENTS 
WILL ADOPT A STRICTER ATTITUDE TOWARD CORRUPTION, 

THE FACT WOULD REMAIN THAT DISCLOSURE OF AGENTS' FEES 
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WOULD PRESUMABLY MAKE BOTH THE AGENTS AND PURCHASING 
OFFICERS MORE VULNERABLE TO CHARGES OF BRIBERY AND 
POSSIBLE COURT ACTION. IT MAY THUS BE EXPECTED THAT 
MANY WOULD TURN TO NON-U.S. SUPPLIERS WHEREVER 
POSSIBLE IN ORDER TO AVOID HAVING TO MAKE SUCH DIS 
CLOSURES. THIS WOULD OF COURSE PLACE AMERICAN 
COMPANIES AT A COMPETITIVE DISADVANTAGE UNLESS THEY 
WERE ABLE TO TURN TO THIRD COUNTRY SUBSIDIARIES AS 
A SOURCE OF SUPPLY. 
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